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Subpart A—General Provisions

SOURCE: 52 FR 19242, May 21, 1987, unless
otherwise noted.

§ 841.101 Purpose.
The purpose of this subpart is to

state the administrative rules govern-
ing the operations of the Federal Em-
ployees Retirement System (FERS)
that have general application to the
basic benefits under FERS.

§ 841.102 Regulatory structure for the
Federal Employees Retirement Sys-
tem.

(a) This part contains the following
subparts:

(1) General provisions (subpart A);
(2) Applications for benefits (subpart

B);
(3) Claims processing (subpart C);
(4) Government costs (subpart D);
(5) Employee deductions and Govern-

ment contributions (subpart E);
(6) Computing interest (subpart F);
(7) Cost–of–Living Adjustments (sub-

part G);
(8) Waiver, allotment, or assignment

of benefits (subpart H);
(9) Court orders affecting benefits

(subpart I); and
(10) State income tax withholding

(subpart J).
(b)(1) Part 842 of this chapter con-

tains information about basic annuity
rights of employees and Members under
FERS.

(2) Part 843 of this chapter contains
information about death benefits and
employee refunds under FERS.

(3) Part 844 of this chapter contains
information about disability retire-
ment benefits under FERS.

(4) Part 845 of this chapter contains
information about debt collection.

(5) Part 846 of this chapter contains
information about election rights
available to employees who are eligible
to join FERS.

(c)(1) Part 831 of this chapter con-
tains information about the Civil Serv-
ice Retirement System.

(2) Part 835 of this chapter contains
information about debt collection from
FERS benefits.

(3) Part 837 of this chapter contains
information about reemployment of
FERS annuitants.

(4) Part 838 of this chapter contains
information about court orders affect-
ing FERS benefits.

(5) Part 847 of this chapter contains
information about elections under the
Civil Service Retirement System or
FERS relating to periods of service
with a nonappropriated fund instru-
mentality under the jurisdiction of the
armed forces.

(6) Parts 294 and 297 of this chapter
and § § 831.106 and 841.108 of this chapter
contain information about disclosure
of information from OPM records.

(7) Part 581 of this chapter contains
information about garnishment of Gov-
ernment payments including salary
and CSRS and FERS retirement bene-
fits.

(8) Parts 870, 871, 872, and 873 of this
chapter contain information about the
Federal Employees Group Life Insur-
ance Program.

(9) Part 890 of this chapter contains
information about coverage under the
Federal Employees Health Benefits
Program.

(10) Chapter II (parts 1200 through
1299) of this title contains information
about appeals to the Merit Systems
Protection Board.

(11) Chapter VI (parts 1600 through
1699) of this title contains information
about the Federal Employees Thrift
Savings Plan.

[52 FR 19242, May 21, 1987, as amended at 55
FR 14229, Apr. 17, 1990; 61 FR 41720, Aug. 9,
1996]

§ 841.103 Definitions.
In this subpart—
CSRS means the Civil Service Retire-

ment System as described in sub-
chapter III of chapter 83 of title 5,
United States Code.

FERS means the Federal Employees
Retirement System as described in
chapter 84 of title 5, United States
Code.

§ 841.104 Special terms defined.
(a) Unless otherwise defined for use

in any subpart, as used in connection
with FERS (parts 841 through 846 of
this chapter), terms defined in section
8401 of title 5, United States Code, have
the same meanings assigned to them
by that section.
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(b) Unless otherwise defined for use
in any subpart, as used in connection
with FERS (parts 841 through 846 of
this chapter)—

Agency means an executive agency as
defined in section 105 of title 5, United
States Code; a legislative branch agen-
cy; a judicial agency; and the U.S.
Postal Service and Postal Rate Com-
mission.

Associate Director means the Associ-
ate Director for Retirement and Insur-
ance in OPM, or his or her designee.

OPM means the Office of Personnel
Management.

§ 841.105 Administration of FERS.
(a) OPM has charge of the adjudica-

tion of all claims for basic benefits
arising under FERS and of all matters
directly or indirectly concerned with
these adjudications.

(b) In the adjudication of claims aris-
ing under FERS, OPM will consider
and take appropriate action on coun-
terclaims filed by the Government as
set-offs against amounts payable from
the Civil Service Retirement Fund.

§ 841.106 Basic records.
(a) Agencies having employees or

Members subject to FERS must estab-
lish and maintain retirement accounts
for those employees and Members.

(b)(1) The individual retirement
record required by § 841.504(c) is the
basic record for action on all claims for
annuity or refund, and those pertaining
to deceased employees, deceased Mem-
bers, or deceased annuitants.

(2) When the official records reposi-
tory for the records in question cer-
tifies that the records in question are
lost, destroyed, or incomplete, OPM
will accept such inferior or secondary
evidence that it considers appropriate
under the circumstances, and such in-
ferior or secondary evidence is then ad-
missible.

(3) Except as provided in paragraph
(b)(2) of this section, inferior or second-
ary evidence will not be considered.

[52 FR 19242, May 21, 1987, as amended at 57
FR 32154, July 21, 1992]

§ 841.107 Computation of interest.
Interest, when applicable, will be

computed under subpart F of this part.

§ 841.108 Disclosure of information.

(a)(1) Except as provided in section
8461 of title 5, United States Code, OPM
has in its possession or under its con-
trol records containing the following
types of information:

(i) Documentation of Federal service
subject to FERS.

(ii) Documentation of service credit
and refund claims made under FERS.

(iii) Retirement and death claims
files, including documents supporting
the retirement application, health ben-
efits and life insurance eligibility,
medical records supporting disability
claims, and designations of bene-
ficiaries.

(iv) Claims review and correspond-
ence files pertaining to benefits under
the Federal Employees Health Benefits
Program.

(v) Documentation of claims made
for life insurance and health benefits
by annuitants under a Federal Govern-
ment retirement system other than
FERS.

(2) These records may be disclosed to
the individual to whom the informa-
tion pertains, or, with prior written
consent of the individual, to any agen-
cy or other person, except that medical
evidence about which a prudent physi-
cian would hesitate to inform the indi-
vidual, will be disclosed only to a li-
censed physician designated in writing
for that purpose by the individual or by
his or her representative.

(3) Federal employee retirement
records will be disclosed consistent
with the provisions of the Privacy Act
of 1974 (5 U.S.C. 552a), including, but
not limited to, disclosures pursuant to
a routine use promulgated for such
records and printed in OPM’s periodic
publication of notices of systems of
records. However, a beneficiary des-
ignated in accordance with FERS (5
U.S.C. 8424(c)) will, during the lifetime
of the designator, be disclosed to the
designator only, at his or her signed
written request. Such beneficiary des-
ignations that may appear in records
being disclosed to other than the des-
ignator must be removed before the
record is disclosed. If information per-
taining to a designation of beneficiary
is specifically asked for by a court of
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competent jurisdiction, it may be re-
leased to the court, but with a written
notice that it is released under protest.

(4) Except as provided in paragraphs
(a)(2) and (a)(3) of this section, OPM
will not disclose information from the
files, records, reports, or other papers
and documents pertaining to a claim
filed with OPM, whether potential,
pending, or adjudicated. This informa-
tion is privileged and confidential.

(b) On written request OPM will re-
turn, to the person entitled to them,
certificates of discharge, adoption pa-
pers, marriage certificates, decrees of
divorce, letters testamentary or of ad-
ministration, when they are no longer
needed in the settlement of the claim.
If papers returned constitute part of
the material and essential evidence in
a claim, OPM will retain copies of
them or of the parts of them that ap-
pear to be of evidentiary value.

§ 841.109 Computation of time.

In computing a period of time for fil-
ing documents, the day of the action or
event after which the designated period
of time begins to run is not included.
The last day of the period is included
unless it is a Saturday, a Sunday, or a
legal holiday; in this event, the period
runs until the end of the next day
which is not a Saturday, a Sunday, or
a legal holiday.

§ 841.110 [Reserved]

Subpart B—Applications for
Benefits

SOURCE: 52 FR 19244, May 21, 1987, unless
otherwise noted.

§ 841.201 Purpose.
This subpart states the general appli-

cation requirement applicable under
the Federal Employees Retirement
System (FERS). Specific application
requirements for particular benefits
are contained with the regulations con-
cerning those benefits.

§ 841.202 Applications required.
(a) No benefit is payable under FERS,

until after the claimant has applied for
the benefit in the form prescribed by
OPM.

(b) An employee, Member, or survivor
may exercise any option or make any
election authorized by FERS only in
the form prescribed by OPM.

§ 841.203 Withdrawal of applications.
(a) Except as provided in paragraphs

(b) and (c) of this section, an applicant
for benefits under FERS may withdraw
his or her application for benefits until
a payment based on that application
has been authorized, but not there-
after.

(b) An applicant for benefits under
FERS may not withdraw his or her ap-
plication for benefits after OPM has re-
ceived a certified copy of a court order
(under part 581 of this chapter or sub-
part I of this part) affecting the bene-
fits.

(c) When an ‘‘appropriate authority’’
determines that the separation upon
which payment has been based is an
‘‘unjustified or unwarranted personnel
action’’ as these terms are defined in
§ 550.804 of this chapter, an individual
may withdraw his/her application for
FERS benefits within 60 days of the de-
cision. As provided in § 550.805, any
FERS payments must be deducted from
any back pay award.

§ 841.204 Deemed application to pro-
tect survivors.

(a) A former employee is deemed to
have filed an application for annuity if
the former employee—

(1) Was not reemployed in a position
subject to FERS under subpart A of
part 842 of this chapter on the date of
death;

(2) Dies after separation from Federal
service but before actually filing an ap-
plication for benefits; and

(3) At the time of separation from
Federal service, was eligible for an im-
mediate annuity under § 842.204(a)(1)
and was eligible to elect to postpone
the commencing date of that annuity
under § 842.204(c) of this chapter.

(b) For the purpose of determining
entitlement to a survivor annuity, a
former employee who is deemed to
have filed an application under para-
graph (a) of this section is considered
to have died as a retiree.

(c) For purposes of determining the
amount of a survivor annuity, the an-
nuity of a former employee who, under
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paragraph (a) of this section, is deemed
to have filed an application is com-
puted as though the commencing date
were the first day of the month after
the former employee’s death.

[55 FR 994, Jan. 11, 1990, as amended at 55 FR
41179, Oct. 10, 1990]

Subpart C—Claims Processing

SOURCE: 52 FR 19244, May 21, 1987, unless
otherwise noted.

§ 841.301 Purpose.

(a) This subpart explains—
(1) The procedures that employees.

separated employees, retirees, and sur-
vivors must follow in applying for ben-
efits under FERS;

(2) The procedures that OPM will
generally follow in determining eligi-
bility for benefits under FERS;

(3) The appeal rights available to
claimants adversely affected by OPM
decisions under FERS; and

(4) The special rules for processing
competing claimant cases under FERS.

(b) This subpart does not apply to
processing—

(1) Forfeiture of annuity for convic-
tion of certain criminal offenses relat-
ing to national security under sub-
chapter II of chapter 83 of title 5,
United States Code (processed under
subpart K of part 831 of this chapter);

(2) Court orders affecting FERS bene-
fits (processed under subpart I of this
part); or

(3) Collection of debts due to the
United States (processed under part 845
of this chapter).

§ 841.302 Definitions.

In this subpart—
Employee means an employee as de-

fined in section 8401(11) of title 5,
United States Code, and a Member as
defined in section 8401(20) of title 5,
United States Code. Employee includes
a person who had applied for retire-
ment under FERS but had not been
separated from the service prior to his
or her death even if the person’s retire-
ment would have been retroactively ef-
fective upon separation.

FERS means the Federal Employees
Retirement System as described in

chapter 84 of title 5, United States
Code.

MSPB means the Merit Systems Pro-
tection Board described in chapter 12 of
title 5, United States Code.

Retiree means a former employee or
Member who is receiving recurring
payments under FERS based on service
by the employee or Member. Retiree, as
used in this subpart, does not include a
current spouse, former spouse, child, or
person with an insurable interest re-
ceiving a survivor annuity. Retiree for
purposes of determining a person’s sta-
tus at the time of death means that the
person had been separated from the
service and had met all the require-
ments to receive an annuity including
having filed an application for the an-
nuity prior to his or her death.

Separated employee means a former
employee or Member who has been sep-
arated from the service but who has
not met all the requirements for retire-
ment under FERS or who has not filed
an application for retirement under
FERS.

Survivor means a person entitled to
benefits under part 843 or 846 of this
chapter based on the death of an em-
ployee, separated employee, retiree, or
survivor.

§ 841.303 Applications filed with agen-
cies.

(a) Employees filing applications for
retirement or to make deposits or rede-
posits under FERS (including applica-
tions for disability retirement) and
separating employees filing applica-
tions for refunds of contributions must
file their applications with their em-
ploying agencies.

(b) Survivors filing applications for
death benefits based on the death of an
employee may file their applications
with the employee’s employing agency.

§ 841.304 Applications filed with OPM.

(a) Separated employees filing appli-
cations for retirement or refunds of
contributions; survivors filing applica-
tions for death benefits based on the
deaths of separated employees, retir-
ees, or survivors; and retirees making
elections or seeking to change informa-
tion in their retirement records must
file their applications with OPM.
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(b) Survivors filing applications for
death benefits based on the death of an
employee may file their applications
with OPM.

§ 841.305 Decisions subject to reconsid-
eration.

(a) A OPM decision under FERS is
subject to reconsideration by OPM,
whenever the decision is in writing and
states the right to reconsideration.

(b) OPM will reconsider a decision
subject to reconsideration under
§ 841.306. A decision subject to reconsid-
eration is not subject to appeal under
§ 841.308.

§ 841.306 Reconsideration.
(a) Who may file. Except as noted in

paragraph (b) of this section, any indi-
vidual whose rights or interests under
FERS are affected by an OPM decision
(under § 841.305) stating the right to re-
quest reconsideration may request
OPM to review its initial decision.

(b) Actions covered elsewhere. (1) A re-
quest for reconsideration of termi-
nation of annuity payments under 5
U.S.C. 8311 through 22 will be made in
accordance with the procedures set out
in subpart K of part 831 of this chapter.

(2) A request for reconsideration of a
decision to collect a debt will be made
in accordance with § 845.204(b).

(3) A decision on court orders affect-
ing FERS benefits will be made in ac-
cordance with subpart I of this part.

(c) Reconsideration. A request for re-
consideration, when applicable, must
be in writing, must include the appli-
cant’s name, address, date of birth and
claim number, if applicable, and must
state the basis for the request.

(d) Time limits on reconsideration. (1) A
request for reconsideration must be re-
ceived by OPM within 30 calendar days
from the date of the initial decision.

(2) The Associate Director’s rep-
resentative responsible for reconsider-
ations may extend the time limit for
filing when the requestor shows that he
or she was not notified of the time
limit and was not otherwise aware of
it, or that he or she was prevented by
circumstances beyond his or her con-
trol from making the request within
the time limit.

(e) Final decision. After any applica-
ble reconsideration, the Associate Di-

rector’s representative will issue a
final decision that must be in writing,
must fully set forth the findings and
conclusions of the reconsideration, and
must contain notice of the right to re-
quest an appeal provided in § 841.308.
Copies of the final decision must be
sent to the individual, to any compet-
ing claimants and, where applicable, to
the agency.

§ 841.307 Final decisions without re-
consideration.

OPM may issue a final decision pro-
viding the opportunity to appeal under
§ 841.308 rather than an opportunity to
request reconsideration under § 841.306.
Such a decision must be in writing and
state the right to appeal under § 841.308.

§ 841.308 Appeals to MSPB.

Except as noted in this paragraph, an
individual whose rights or interests
under FERS are affected by a final de-
cision of OPM may request MSPB to
review the decision in accord with pro-
cedures prescibed by MSPB. Decisions
made in accord with the procedures ref-
erenced in § 841.306(b)(1) are made under
subchapter II of chapter 83, title 5,
United States Code. Such decisions are
not appealable to MSPB under section
8461(e) of title 5, United States Code.

§ 841.309 Competing claimants.

(a) Competing claimants are appli-
cants for survivor benefits based on the
service of an employee, separated em-
ployee, or retiree when—

(1) A benefit is payable based on the
service of the employee, separated em-
ployee, or retiree; and

(2) Two or more claimants have ap-
plied for benefits based on the service
of the employee, separated employee,
or retiree; and

(3) An OPM decision in favor of one
claimant will adversely affect another
claimant(s).

(b) In cases involving competing
claimants, the Associate Director or
his or her designee will issue a final de-
cision that will be in writing, will fully
set forth findings and conclusions, and
will contain notice of the right to ap-
peal provided in § 841.308. Copies of the
final decision will be sent to all com-
peting claimants.
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(c)(1) When OPM receives applica-
tions from competing claimants before
any payments are made based on the
service of the employee or Member,
OPM will begin payments to the claim-
ant(s) found entitled in the decision
issued under paragraph (b) of this sec-
tion.

(2) When OPM does not receive an ap-
plication from a competing claimant(s)
until after another person has begun to
receive payments based on the service
of the employee or Member, the pay-
ments will continue until a decision is
issued under paragraph (b) of this sec-
tion. When a decision is issued under
paragraph (b) of this section, OPM
will—

(i) If OPM affirms its earlier decision,
continue payments to the claimant(s)
OPM originally determined to be enti-
tled; or

(ii) If OPM reverses its earlier deci-
sion, suspend payment to the claim-
ant(s) OPM originally determined to be
entitled and immediately begin pay-
ment to the claimant(s) OPM deter-
mines to be entitled in its decision
under paragraph (b) of this section.
OPM will not take action to collect the
overpayment until the time limit for
filing an appeal has expired or the
MSPB has issued a final decision on a
timely appeal, whichever comes later.

Subpart D—Government Costs

SOURCE: 51 FR 47187, Dec. 31, 1986, unless
otherwise noted.

§ 841.401 Purpose and scope.
(a) The purpose of this subpart is to

regulate the Government contributions
to the Civil Service Retirement Fund
under FERS.

(b) This subpart covers—
(1) Factors considered in the com-

putation of agency contributions under
FERS;

(2) Publication of notice of the nor-
mal cost rates for each category of em-
ployees;

(3) Agency appeals of rate determina-
tions; and

(4) Methodology for determining the
amount due from each agency.

§ 841.402 Definitions.
In this subpart—

Actuary means an associate or fellow
in the Society of Actuaries and one
who is enrolled under section 3042 of
Pub. L. 93–406, the ‘‘Employee Retire-
ment Income Security Act of 1974.’’

Administrative expenses means the
normal cost loading applicable to the
administration of FERS.

Age means age, as of the beginning of
the fiscal year, rounded to the nearest
birthday.

Agency head means, for the executive
branch agencies, the head of an execu-
tive agency as defined in 5 U.S.C. 105;
for the legislative branch, the Sec-
retary of the Senate, the Clerk of the
House of Representatives, or the head
of any other legislative branch agency;
for the judicial branch, the Director of
the Administrative Office of the United
States Courts; for the Postal Service,
the Postmaster General; for any other
independent establishment that is an
entity of the Federal Government, the
head of the establishment.

Board means the Board of Actuaries
of the Civil Service Retirement Sys-
tem.

Category of employees means a group-
ing of employees under § 841.403.

Child survivor termination and death
rates means the rate, by age of the
child, at which child survivor benefits
terminate.

CSRS means subchapter III of chapter
83 of title 5, United States Code.

Death and recovery rates for disability
annuitants means the rate, by age, sex,
and duration on the roll, at which dis-
ability annuitants are removed from
the annuity roll because of death; and
the rate, by age, sex, and duration on
the roll, at which disability annuitants
are removed from the annuity roll be-
cause of recovery or restoration to
earning capacity.

Death and remarriage rates for surviv-
ing spouses means the rate, based on
the sex of the employee, age of the sur-
vivor annuitant, and the duration on
the annuity roll, at which spousal sur-
vivor annuitants are removed from the
annuity roll because of death; and the
rate, based on the sex of the employee,
age of the survivor annuitant, and the
duration on the roll, at which survivor
annuitants are removed from the annu-
ity roll because of remarriage.
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Death rates for non-disability annu-
itants means the rate, by age and sex of
the annuitant, at which non- disability
annuitants are removed from the annu-
ity roll because of death.

Disability retirement rates means the
rate, by age, sex, length of service, and
whether the employees are eligible for
social security disability benefits, at
which employees retire for disability.

Duration on the roll means the num-
ber of full years on the annuity roll as
of the beginning of the fiscal year.

Economic Assumptions means the as-
sumptions used by the Board with re-
spect to inflation, interest rates, and
wage and salary growth.

Employee death rates means the rate,
by age and sex of the employees and
whether the employees are survived by
spouses entitled to survivor annuities,
at which employees die in service.

Employees means employees as de-
fined in section 8401(11) of title 5,
United States Code, and Members, as
defined in section 8401(20) of title 5,
United States Code.

Family characteristics of annuitants
means, based on the annuitant’s age
and sex, and in some cases, on the type
of annuity (regular, disability, or de-
ferred), the number and average age of
child survivors at the death of the an-
nuitant, the percentage of annuitants
with an annuity reduced to provide
survivor benefits, the percentage of an-
nuitants who actually leave a surviv-
ing spouse entitled to a survivor annu-
ity at the annuitant’s death, and the
average age of the surviving spouse.

Family characteristics of employees
means, based on the employee’s age at
death and sex, the number and average
age of child survivors and the average
age of the surviving spouse, per death
of an employee with a survivor.

FERS means chapter 84 of title 5,
United States Code.

Involuntary retirement rates means, by
age and sex of the employee, the rate of
involuntary retirements (discontinued
service and optional early retire-
ments).

Merit salary increases means salary in-
creases, by age and length of service,
that are not general salary increases.
‘‘Merit salary increases’’ include pro-
motions and within-grade and similar
increases based in whole or in part on

employee performance, but do not in-
clude comparability increases, Postal
Service COLA, or similar adjustments
to entire pay scales; or premium pay.

Military service rates means the frac-
tion, by age and sex, of employees who
have military service to all employees,
and the average length of military
service and the salary on which their
deposits to receive credit for military
service are based for these employees.

Normal cost percentage or normal cost
means the entry-age normal cost of the
provisions of FERS which relate to the
Fund, computed by the Office in ac-
cordance with generally accepted actu-
arial practice and standards (using dy-
namic assumptions) and expressed as a
level percentage of aggregate basic
pay.

Service means all creditable service,
including military service, rounded to
the nearest number of years as of the
beginning of the fiscal year.

Single agency rate means a normal
cost percentage for one category of em-
ployees in one agency. A single agency
rate is set under § 841.412 as a result of
a successful appeal.

Voluntary retirement rates means the
rate, based on the sex, age, and service
of the employee, of regular longevity
retirements.

Withdrawal rates means the rate at
which employees leave FERS-covered
service without retiring, including em-
ployees who are paid refunds and em-
ployees who take deferred retirement.
These rates are of two types: ‘‘not off-
set for reentry’’ and ‘‘offset for re-
entry.’’ These rates are by age and
service.

§ 841.403 Categories of employees for
computation of normal cost per-
centages.

Normal cost percentages will be de-
termined for each of the following
groups of employees:

(a) Members;
(b) Congressional employees;
(c) Law enforcement officers, fire-

fighters, and employees under section
302 of the Central Intelligence Agency
Act of 1964 for Certain Employees;

(d) Air traffic controllers;
(e) Military reserve technicians;
(f) Employees under section 303 of the

Central Intelligence Agency Act of 1964
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for Certain Employees when serving
abroad;

(g) All other employees.

[52 FR 25196, July 6, 1987]

§ 841.404 Demographic factors.

(a) The Office of Personnel Manage-
ment (OPM) will consider the factors
listed below in determining normal
cost percentages. To the extent data
are available for the factor by specific
category of employees, such data will
be used. To the extent category specific
data are not available, the most rel-
evant available data will be used.

(1) Distributions of new entrants by
age, sex, and service;

(2) Withdrawal rates;
(3) Merit salary increases;
(4) Voluntary retirement rates;
(5) Involuntary retirement rates;
(6) Disability retirement rates;
(7) Employee death rates;
(8) Military service rates;
(9) Family characteristics for em-

ployees;
(10) Death rates for non-disability an-

nuitants;
(11) Death and recovery rates for dis-

ability annuitants;
(12) Child survivor termination and

death rates;
(13) Family characteristics for annu-

itants; and
(14) Administrative expenses.
(b) Generally, each rate, ratio, or

fraction must be separately considered
to determine the rates for males and
their survivors and the rates for fe-
males and their survivors, except those
rates for child survivors and merit sal-
ary increases.

§ 841.405 Economic assumptions.

The determinations of the normal
cost percentage will be based on the
economic assumptions determined by
the Board. When an agency’s case is
based in whole or in part on the pat-
tern of merit salary increases specific
to the agency or to a category of em-
ployees within the agency, the Board
may require modification of the eco-
nomic assumptions concerning salary
and wage growth to take into account
the combined effect of merit and gen-
eral wage and salary increases.

§ 841.406 Determination of normal cost
percentages.

(a) OPM will determine the Govern-
ment-wide normal cost percentage for
each category of employees. These nor-
mal cost percentages will be used by all
agencies that have not been granted a
single agency rate under § 841.412.

(b) Each normal cost percentage will
be rounded to the nearest one-tenth of
a percent.

§ 841.407 Notice of normal cost per-
centage determinations.

(a) No later than 5 years after the
publication of a current notice of nor-
mal cost percentages, OPM will publish
in the FEDERAL REGISTER a notice that
will contain updated normal cost per-
centages.

(b) The notice of normal cost per-
centage will include a statement of—

(1) The Government-wide normal cost
percentage and any single agency rates
for each category of employees;

(2) The effective date of any changes
made by the notice;

(3) The address for obtaining infor-
mation on the data and assumptions
used in computing the normal cost per-
centages;

(4) The time limit for submission of
appeals under § 841.409; and

(5) The address for filing an appeal
under § 841.409.

§ 841.408 Effective date of normal cost
percentages.

(a) Except as provided in paragraph
(b) of this section and in § 841.412, nor-
mal cost percentages stated in a notice
of normal cost percentages under
§ 841.407 will be effective at the begin-
ning of the first full pay period of the
first fiscal year that commences at
least 3 months after the date of publi-
cation of the notice.

(b) The initial normal cost percent-
ages will be effective at the beginning
of the first pay period on or after Janu-
ary 1, 1987.

[51 FR 47187, Dec. 31, 1986, as amended at 58
FR 43493, Aug. 17, 1993]

§ 841.409 Agency appeal right.
(a)(1) An agency with at least 1,000

employees in the general category of
employees or 500 employees in any of
the special categories may appeal to
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the Board the normal cost percentage
for that category as applied to that
agency.

(2) The Secretary of the Treasury or
the Postmaster General may request
the Board to reconsider a determina-
tion of the amount of any supple-
mental liability due from the Treasury
of the United States or the United
States Postal Service, respectively.

(b) No appeal will be considered by
the Board unless the agency files, no
later than 6 months after the date of
publication of the notice of normal
cost percentages under § 841.407, a peti-
tion for appeal that meets all the re-
quirements of § 841.410.

(c) No request for reconsideration
will be considered by the Board unless
the Secretary of the Treasury or the
Postmaster General files, no later than
6 months after the date of receipt of
the notice of supplemental liability, a
request for reconsideration supported
by an actuarial report similar to the
report described in § 841.410(c).

[52 FR 25196, July 6, 1987]

§ 841.410 Contents of petition for ap-
peal.

(a) To file an appeal, an agency head
must, before expiration of the time
limit, file with OPM—

(1) A letter of appeal;
(2) An actuarial report; and
(3) A certificate of eligibility (de-

scribed in paragraph (d) of this sec-
tion).

(b)(1) The letter of appeal must be in
writing and signed by the agency head.
Delegation of signatory authority is
not permitted.

(2) The letter of appeal may contain
any argument the agency wishes to
make or may simply submit the actu-
arial report for consideration.

(c) The actuarial report must contain
a detailed actuarial analysis of the nor-
mal cost of FERS benefits as applied to
the employees of that agency in the
category of employees for which the
agency is appealing the use of the Gov-
ernment-wide rate. The actuarial re-
port must—

(1) Be signed by an actuary;
(2) Use the economic assumptions

under §841.405; and
(3) Specifically address and consider

each of the demographic factors listed

in § 841.404. The appealing agency is re-
sponsible for developing data relating
to the first nine demographic factors as
they relate to the category of agency
employees for which the appeal is
being filed. Government-wide demo-
graphic factors (available from OPM)
will be presumed to be sufficient and
reliable for factors 10 through 13 unless
the appealing agency is able to dem-
onstrate, through sufficient and reli-
able data relating to its employees or
former employees, the use of alter-
native factors is appropriate. The four-
teenth factor, administrative expenses,
will be supplied by OPM.

(d) The certificate of eligibility is a
letter from the agency’s director of
personnel certifying that the agency
has the requisite 1,000 or 500 in the cat-
egory of employees under consider-
ation.

§ 841.411 Appeals procedure.

(a) A Government-wide normal cost
percentage is presumed to apply to all
agencies. Any agency appealing appli-
cation of a Government-wide normal
cost percentage to any category of em-
ployees in its workforce must dem-
onstrate to the satisfaction of the
Board that the normal cost percentage
for that category of employees in that
agency is significantly different from
the Government-wide normal cost per-
centage.

(b) While an agency has an appeal
pending, the Government-wide normal
cost percentage continues to apply to
that agency.

(c) The Board cannot consider an ap-
peal unless all the documents required
for a petition for appeal under
§ 841.410(a) are filed before expiration of
the time limit for an appeal.

(d) The Board cannot sustain an ap-
peal unless the Board finds that—

(1) The data used in the agency’s ac-
tuarial analysis are sufficient and reli-
able (As a general rule, at least 5 years
of data pertaining to any group of em-
ployees must be analyzed before the re-
sults are considered sufficient and reli-
able.);

(2) The assumptions used in the agen-
cy’s actuarial analysis are justified;
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(3) When all relevant factors are con-
sidered together, there is a dem-
onstrated difference between the nor-
mal cost for the group at issue in the
appeal and the normal cost for the
same group calculated on a Govern-
ment-wide basis; and

(4) The difference between the Gov-
ernment-wide normal cost percentage
and the single agency rate would be at
least 10 percent of the normal cost
being appealed.

§ 841.412 Rates determined by appeal.
(a) If the Board finds that a different

normal cost is warranted based on an
agency appeal, it will establish a single
agency rate for the category of employ-
ees in that agency.

(b) The single agency rate will be ef-
fective at the beginning of the first pay
period beginning 30 days after the date
of the Board’s decision.

(c) A single agency rate may be high-
er or lower than the Government-wide
rate and will remain in force for not
less than 3 years.

(d) After a single agency rate has
been in force for at least 3 years, OPM
may—

(1) Require, no more often than annu-
ally, that the agency justify continu-
ation of the rate; and/or

(2) When it publishes a notice of nor-
mal cost percentages under § 841.407,
terminate the single agency rate.

§ 841.413 Determinations of amount
due from each agency.

(a) For each pay period, each agency
will determine the total amount of
basic pay paid to employees in each
category of employees.

(b) For each category of employees,
the amount due from each agency for a
pay period is the product of—

(1) The total amount of basic pay of
employees in that category of employ-
ees in that agency; and

(2) The normal cost percentage.

[51 FR 47187, Dec. 31, 1986, as amended at 52
FR 25196, July 6, 1987]

APPENDIX A TO SUBPART D OF PART 841.—TABLE OF NORMAL COST PERCENTAGES

Category of employees

Government-wide normal cost percentages effective at the begin-
ning of the first pay period commencing on or after—

January 1,
1987

October 1,
1987

October 1,
1991

October 1,
1994

Members ................................................................................ 23.5 20.9 20.8 19.1
Congressional employees ...................................................... 23.8 20.2 20.1 18.2
Law enforcement officers, firefighters, and employees under

section 302 of the Central Intelligence Agency Act of
1964 for Certain Employees ............................................... 31.2 26.7 28.6 25.6

Air traffic controllers ............................................................... 33.3 28.4 26.2 23.2
Military reserve technicians .................................................... 16.0 13.7 13.3 12.1
Employees under section 303 of the Central Intelligence

Agency Act of 1964 for Certain Employees when serving
abroad ................................................................................. 22.8 19.0 19.1 17.1

All other employees ............................................................... 16.1 13.8 13.7 12.2

All normal cost percentages in the above table include employee contributions.

[59 FR 38101, July 27, 1994]

Subpart E—Employee Deductions
and Government Contributions

SOURCE: 52 FR 2057, Jan. 16, 1987, unless
otherwise noted.

§ 841.501 Purpose.

This subpart contains regulations
concerning deductions from employees’
pay and government contributions for
FERS coverage.

§ 841.502 Definitions.

In this subpart—
Employee means employee as defined

in § 842.102 of this chapter or Member as
defined in section 8401(20) of title 5,
United States Code.

Employee deduction means the portion
of the normal cost of FERS coverage
which is deducted from an employee’s
basic pay.

FERS means chapter 84 of title 5,
United States Code.
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Fund means the Civil Service Retire-
ment and Disability Fund.

Normal cost percentage or Normal cost
means the entryage normal cost of the
provisions of FERS which relate to the
Fund, computed by the Office in ac-
cordance with generally accepted actu-
arial practice and standards (using dy-
namic assumptions) and expressed as a
level percentage of aggregate basic
pay. Normal cost percentage or normal
cost include both agency and employee
contributions.

Social security means old age, sur-
vivors and disability insurance under
section 3101(a) of the Internal Revenue
Code of 1954.

§ 841.503 Amounts of employee deduc-
tions.

(a) Except as provided in paragraph
(b) of this section, the rate of employee
deductions from basic pay for FERS
coverage is seven percent of basic pay
minus the percent of tax which is (or
would be) in effect for the payment, for
the employee cost of social security.

(b) The rate of employee deductions
from basic pay for FERS coverage for a
Member, law enforcement officer, fire-
fighter, air traffic controller, Congres-
sional employee, or employee under
section 302 of the Central Intelligence
Agency Act of 1964 for Certain Employ-
ees is seven and one-half percent of
basic pay, minus the percent of tax
which is (or would be) in effect for the
payment, for the employee cost of so-
cial security.

(c) Employee deductions will be at
the rate in paragraph (a) or (b) of this
section as if social security deductions
were being made even if social security
deductions have ceased because of the
amount of earnings during the year, or
are not made for any other reason.

[52 FR 2057, Jan. 16, 1987, as amended at 52
FR 25197, July 6, 1987]

§ 841.504 Agency responsibilities.
(a) Each employing agency is re-

quired to contribute the total amount
of the normal cost percentage for each
category of its employees, determined
under § 841.413 of this part, to the Fund.

(b) Each employing agency must
withhold the appropriate amount of
employee deductions from the basic
pay paid each covered employee for

each pay period. No employee deduc-
tion is due if an employee receives no
basic pay for a pay period.

(c) An employing agency must record
the appropriate amount of employee
deductions on an individual retirement
record maintained for each employee
in the manner prescribed by OPM.

(d) When an employee separates,
transfers to another agency or to a po-
sition serviced by another payroll of-
fice, or transfers to a postion in which
he or she is not covered by FERS, the
agency must close the employee’s indi-
vidual retirement record and forward it
to OPM within the time standards pre-
scribed by OPM.

(e) An agency must maintain payroll
systems and records in such manner as
to permit accurate and timely report-
ing to OPM, in the manner prescribed
by OPM.

(f) An agency must report the em-
ployee deduction and agency contribu-
tion amounts for each pay period in the
manner prescribed by OPM.

(g) An agency must make such other
reports of the normal cost, employee
deductions and Government contribu-
tions amounts as are prescribed and in
the manner prescribed by OPM.

(h) An agency must remit in full the
total amount of normal cost (which in-
cludes both employee deductions and
Government contributions), so that
payment is received by the Fund on the
day of payment to the employee of the
basic pay from which the employee de-
ductions were made.

(i) Upon the death of an employee
whose tour of duty is less than full
time, the employing agency must cer-
tify to OPM—

(1) The number of hours that the em-
ployee was entitled to basic pay
(whether in a duty or paid-leave status)
in the 52-week work year immediately
preceding the end of the last pay period
in which the employee was in a pay
status; and

(2) If the employee’s tour of duty was
part time (regularly scheduled), the
number of hours of work in the em-
ployee’s tour of duty.

[52 FR 2057, Jan. 16, 1987, and 52 FR 25196,
July 6, 1987, as amended at 53 FR 16535, May
10, 1988]
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§ 841.505 Correction of error.
(a) When it is determined that an

agency has paid less than the correct
total amount of the normal cost for
any or all of its current or past em-
ployees, for any reason whatsoever, in-
cluding but not limited to, coverage
decisions, correction of the percentage
applicable or of the amount of basic
pay, or additional payment of basic
pay, the agency must pay the total ad-
ditional amount payable under 5 U.S.C.
8423 and subpart D of the this part to
the Fund.

(b) The agency withholds the appro-
priate employee deduction from any
payment of additional basic pay which
is part of, or the result of, the correc-
tive action.

(c) The payment to the Fund de-
scribed in paragraph (a) of this section
shall be made as soon as possible, but
not later than provided by standards
established by OPM, regardless of
whether or when the portion which
should have been deducted from em-
ployee basic pay is recovered by the
agency.

(d) Any portion of the payment to
the Fund described in paragraph (a) of
this section which should have been de-
ducted, but was not, from employee
basic pay constitutes an overpayment
of pay, subject to collection by the
agency from the employee, unless
waived under applicable authority such
as 5 U.S.C. 5584.

(e) Corrections and the related agen-
cy payments and employee deductions
will be reported to OPM in the manner
prescribed by OPM.

§ 841.506 Effect of part 772 of this
chapter on FERS payments.

(a) Agency notification to OPM. (1)
When it is determined that a FERS em-
ployee is to be given interim relief
under 5 U.S.C. 7701(b)(2)(A), the em-
ploying agency must notify OPM of the
effective date of the interim appoint-
ment under § 772.102 of this chapter.
The notice must specify that the ap-
pointment is required by the Whistle-
blower Protection Act of 1989.

(2) When the MSPB initial decision
cancelling the employee’s separation
becomes final, when the Board issues a
final order cancelling the retiree’s sep-
aration, or when the agency agrees to

cancel the separation, the employing
agency must notify OPM of the date
the interim appointment ends and re-
quest the amount of the erroneous pay-
ment to be recovered under § 550.805(e)
of this chapter from any back pay ad-
justment to which the employee may
be entitled.

(b) Employee deductions and normal
cost percentage. For the duration of the
appointment, the agency will withhold
the appropriate employee deduction
and contribute the total amount of the
normal cost percentage for the em-
ployee as prescribed by OPM. If and
when a separation action is cancelled,
the agency must make the corrections
specified under § 841.507 of this subpart.

[57 FR 3714, Jan. 31, 1992, as amended at 58
FR 48273, Sept. 15, 1993]

§ 841.507 Correction of unjustified or
unwarranted personnel action.

(a) When an ‘‘appropriate authority’’
determines that there has been an ‘‘un-
justified or unwarranted personnel ac-
tion’’ as these terms are defined in sub-
part H of part 550 of this title, the em-
ploying agency will pay the Fund the
amount of the normal cost percentage
of the basic pay included in back pay.
The normal cost percentage owed the
Fund is computed on the amount of
gross basic pay without regard to de-
ductions described in § 550.805(e) of this
chapter for other amounts earned or
erroneous payments received.

(b) The agency will withhold the ap-
propriate employee deductions from
the amount of basic pay included in
gross back pay giving due regard to de-
ductions described in § 550.805(e) of this
chapter.

(c) The payment to the Fund de-
scribed in paragraph (a) of this section
shall be made within the time period
established by OPM standards.

(d)(1) Any FERS benefits—lump-sum
payments or annuity benefits—paid
based on a separation that is later can-
celled are considered erroneous pay-
ments that must be repaid to OPM.
Agencies must deduct such payments
from any back pay adjustment to
which the employee may be entitled as
required by 5 CFR 550.805(e).

(2) Amounts recovered from back pay
will not be subject to waiver consider-
ation under 5 U.S.C. 8470(b). If there is
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no back pay, or the back pay is insuffi-
cient to recover the entire erroneous
payment, the employee may request
that OPM waive recovery of the uncol-
lected portion of the overpayment. If
waiver is not granted, the employee
must repay the erroneous payment.

[52 FR 2057, Jan. 16, 1987. Redesignated and
amended at 57 FR 3714, Jan. 31, 1992; 58 FR
43493, Aug. 17, 1993]

§ 841.508 Effective date.
The employee deductions specified in

§ 841.503 are effective on the later of the
first day of the first pay period begin-
ning in 1987 or the first day an em-
ployee is covered by FERS.

[52 FR 2057, Jan. 16, 1987. Redesignated at 57
FR 3714, Jan. 31, 1992]

Subpart F—Computation of
Interest

SOURCE: 52 FR 12132, Apr. 15, 1987, unless
otherwise noted.

§ 841.601 Purpose.
This subpart regulates the computa-

tion of interest under the Federal Em-
ployees Retirement System (FERS).

§ 841.602 Definitions.
Contributions or deductions means the

amounts deducted from an employee’s
pay or deposited as the employee’s
share of the cost of FERS.

Individual Retirement Record means
the record of individual retirement de-
ductions required by § 841.504.

Last year of service means the cal-
endar year in which deductions stop on
the Individual Retirement Record
under consideration.

Unexpended balance means the
unrefunded amount consisting of—

(a) Retirement deductions made from
the basic pay of an employee under
subpart E of part 841 of this chapter;

(b) Amounts deposited by an em-
ployee for periods of service (including
military service) for which—

(1) No retirement deductions were
made; or

(2) Deductions were refunded to the
employee; and

(c) Interest compounded annually on
the deductions and deposits at a rate
which, for any calendar year, will be

equal to the overall average yield to
the Civil Service Retirement Fund dur-
ing the preceding fiscal year from all
obligations purchased by the Secretary
of the Treasury during that fiscal year
under section 8348(c), (d), and (e) of
title 5, United States Code, as deter-
mined by the Secretary of the Treas-
ury. Interest on deductions and depos-
its does not include interest—

(1) If the service covered by the de-
ductions totals 1 year or less; or

(2) For a fractional part of a month
in the total service.

Year of the computation means the
calendar year when the unexpended
balance is being computed.

§ 841.603 Rate of interest.
For calendar year 1985 and for each

subsequent calendar year, OPM will
publish a notice in the FEDERAL REG-
ISTER to notify the public of the inter-
est rate that will be in effect during
that calendar year.

§ 841.604 Interest on service credit de-
posits.

(a) Interest on civilian service credit
deposits is computed under § 842.305 of
this chapter.

(b) Interest on military service credit
deposits is computed under § 842.307 of
this chapter.

[52 FR 12132, Apr. 15, 1987, as amended at 57
FR 32155, July 21, 1992]

§ 841.605 Interest included in the un-
expended balance.

(a) Interest on each Individual Re-
tirement Record is computed sepa-
rately.

(b) For determining the amount of
interest in the unexpended balance
when none of the employee deductions
have been returned (e.g., employee re-
funds or at the time of retirement), the
amount of interest in the unexpended
balance equals the sum of the amounts
of interest applicable to each calendar
year’s deductions. The amount of inter-
est on each calendar year’s deductions
equals the sum of—

(1) For the calendar year in which
the deductions were taken—

(i) Except during the last year of
service, the amount of the employee’s
deductions for that calendar year times
the rate of interest set under § 841.603
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for that calendar year times the frac-
tion whose numerator is the number of
full months when deductions were
withheld and whose denominator is 24;

(ii) During the last year of service,
the amount of the employee’s deduc-
tions for that year times the rate of in-
terest set under § 841.603 for that year
times the fraction—

(A) Whose numerator equals the sum
of—

(1) One half times the number of
months (fractional months rounded up)
of that year during which the employee
was employed;

(2) One for each full month of that
year after the employee’s service ter-
minated; and

(B) Whose denominator is 12.
(2) For each calendar year after the

year when the deductions were with-
held but before the calendar year of the
computation, the amount of the em-
ployee’s deductions plus interest for
prior years, times the rate of interest
set under § 841.603 for that year; and

(3) For the year of the computation—
(i) If it is not the same calendar year

that the deductions were withheld, the
amount of the employee’s deductions
plus interest for prior years, times the
rate of interest set under § 841.603 for
that year times the fraction whose nu-
merator is the number of full months
that have been completed in the year
of the computation and whose denomi-
nator is 12; or

(ii) If it is the same calendar year
that the deductions were withheld, the
amount of the employee’s deductions
for that year times the rate of interest
set under § 841.603 for that year times
the fraction—

(A) Whose numerator equals the sum
of—

(1) One half times the number of
months (fractional months rounded up)
of that year during which the employee
was employed;

(2) One for each full month of that
year after the employee’s service ter-
minated; and

(B) Whose denominator is 12.
(c)(1) For adding interest to the unex-

pended balance after retirement, the
unexpended balance including interest
computed under paragraph (b) of this
section is computed as of the time of
retirement.

(2) Each month after retirement, the
unexpended balance is reduced by the
amount of annuity paid and interest is
added to the remaining portion at the
rate computed as follows:

(i) Add one to the interest rate under
§ 841.603 for the current year.

(ii) Raise the sum produced under
paragraph (c)(2)(i) of this section to the
1⁄12 power.

(iii) Subtract one from the result of
paragraph (c)(2)(ii) of this section to
produce the interest rate for the
month.

(d)(1) Interest on payments of the un-
expended balance will be paid for the
month unless the payment has been au-
thorized before the 5th workday before
the end of the month (excluding the
31st day of 31-day months).

(2) For the purposes of paragraph
(d)(1) of this section, payment is au-
thorized when the person with author-
ity to approve the claim approves pay-
ment.

§ 841.606 Interest on survivor reduc-
tion deposits.

Interest on deposits under subpart F
of part 842 of this chapter is com-
pounded annually and accrued month-
ly.

(a) The initial interest on each
monthly difference between the re-
duced annuity rate and the annuity
rate actually paid equals the amount of
the monthly difference times the dif-
ference between—

(1) One and six tenths raised to the
power whose numerator is the number
of months between the date when the
monthly difference in annuity rates oc-
curred and the date when the initial in-
terest is computed and whose denomi-
nator is 12; and

(2) One.
(b) The total initial interest due is

the sum of all of the initial interest on
each monthly difference computed in
accordance with paragraph (a) of this
section.

(c) Additional interest on any uncol-
lected balance will be compounded an-
nually and accrued monthly. The addi-
tional interest due each month equals
the remaining balance due times the
difference between—

(1) One and six tenths raised to the
1⁄12 power; and

VerDate 12<JAN>99 10:54 Jan 28, 1999 Jkt 183008 PO 00000 Frm 00236 Fmt 8010 Sfmt 8010 Y:\SGML\183008T.XXX pfrm01 PsN: 183008T



241

Office of Personnel Management § 841.703

(2) One.

§ 841.607 Interest on overpayment
debts.

Interest on overpayment debts is
computed under § 845.205(b).

Subpart G—Cost-of-Living
Adjustments

SOURCE: 55 FR 14229, Apr. 17, 1990, unless
otherwise noted.

§ 841.701 Purpose and scope.
(a) The purpose of this subpart is to

regulate computation of cost-of-living
adjustments (COLA’s) for basic benefits
under the Federal Employees Retire-
ment System (FERS).

(b) This subpart provides the meth-
odology for—

(1) Computing COLA’s on each type
of FERS basic benefit subject to
COLA’s; and

(2) Computing COLA’s on annuities
partially computed under FERS and
partially computed under the Civil
Service Retirement System (CSRS).

(c) COLA’s on children’s annuities
are not covered by this subpart because
COLA’s on children’s annuities are
computed under CSRS rules.

§ 841.702 Definitions.
In this subpart—
Annuity supplement means the benefit

under subpart E of part 842 of this
chapter. An annuity supplement is only
payable to retirees.

Basic annuity means the benefits
computed under subpart D of part 842
of this chapter and payable to retirees.

Basic employee death benefit means
the basic employee death benefit as de-
fined in § 843.102 of this chapter.

Beneficiary of insurable interest annu-
ity means a person receiving a recur-
ring benefit under FERS that is pay-
able (after the employee’s, Members, or
retiree’s death) to a person designated
to receive such an annuity under
§ 842.605 of this chapter.

COLA means a cost-of-living adjust-
ment.

Combined CSRS/FERS annuity means
the recurring benefit with a CSRS com-
ponent and a FERS component. A
‘‘combined CSRS/FERS annuity’’ is
only payable to a retiree who as an em-

ployee elected to transfer to FERS
under part 846 of this chapter, who at
the time of transfer had at least 5
years of service creditable under CSRS
(excluding service that was subject to
both social security and partial CSRS
deductions), and who was covered by
FERS for at least 1 month.

CSRS means the Civil Service Retire-
ment System as described in sub-
chapter III of chapter 83 of title 5,
United States Code.

CSRS component means the portion of
a combined CSRS/FERS annuity that
is computed under CSRS rules.

Current spouse annuity means a cur-
rent spouse annuity as defined in
§ 842.602 of this chapter.

Disability retiree means a retiree who
retired under part 844 of this chapter.

Effective date means the date annu-
ities increased by a COLA begin to ac-
crue at the higher rate.

FERS means the Federal Employees
Retirement System as defined in chap-
ter 84 of title 5, United States Code.

FERS component means the portion of
a combined CSRS/FERS annuity com-
puted under FERS rules.

Former spouse annuity means a former
spouse annuity as defined in § 842.602 of
this chapter.

Initial monthly rate means the month-
ly annuity rate that a retiree (other
than a disability retiree) is entitled to
receive at the time of retirement (as
defined in § 842.602 of this chapter).

Percentage change means the percent
change in the price index as defined in
section 8462(a)(2) of title 5, United
States Code.

Retiree means a retiree as defined in
§ 842.602 of this chapter.

Survivor means a person receiving a
current spouse annuity or a former
spouse annuity, or the beneficiary of
an insurable interest annuity. As used
in this subpart, ‘‘survivor’’ does not in-
clude a child annuitant.

Survivor supplement means the recur-
ring benefit payable to a survivor
under § 843.308 of this chapter.

§ 841.703 Increases on basic annuities
and survivor annuities.

(a) Except as provided in §§ 841.704,
841.706, and 841.707, and paragraph (e) of
this section, COLA’s on basic annuities
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and survivor annuities are the greater
of—

(1) One dollar per month; or
(2)(i) If the percentage change is less

than 2 percent, the percentage change;
(ii) If the percentage change is at

least 2 percent and not greater than 3
percent, 2 percent; and

(iii) If the percentage change exceeds
3 percent, 1 percentage point less than
the percentage change.

(b) After survivor annuities com-
mence, they are subject to COLA’s
computed under paragraph (a) of this
section, even if they are based on a
basic employee annuity that includes a
CSRS component.

(c) COLA’s apply to basic annuities
(not to annuity supplements), survivor
annuities, and survivor supplements.

(d) COLA’s do not apply for annu-
itants who are under age 62 as of the ef-
fective date, except—

(1) Survivors;
(2) Disability retirees (other than dis-

ability retirees whose benefits is based
on 60% of high-3 average salary);

(3) Retirees who retired under
§ 842.208 of this chapter (the special pro-
visions for law enforcement officers
and firefighters);

(4) Retirees who retired under
§ 842.207 of this chapter (the special pro-
vision for air traffic controllers);

(5) Retirees who retired under
§ 842.210 of this chapter (the special pro-
vision for military reserve technicians
who ceased satisfying the requirements
of their position) due to a disability.

(e)(1) Except as provided in paragraph
(e)(2) of this section, COLA’s are not
payable to disability retirees during
the first year.

(2) COLA’s are payable to disability
retirees during the first year if the an-
nuity rate payable is the retiree’s
earned benefit or the annuity is rede-
termined because the retiree has
reached age 62.

(3) After the first year, both the dis-
ability benefit and the social security
offset (it any) are increased by COLA’s.
Disability retirees’ earned benefits also
increase with COLA’s, even when
earned benefits are not paid. After ap-
plication of the COLA, the greater of
the increased 40 percent benefit offset
by social security or the increased
earned benefit is paid until the annuity

is redetermined at age 62. After age 62,
the redetermined annuity is paid.

(f) COLA’s are payable to retirees and
survivors whose annuities commence
before the effective date.

§ 841.704 Proration of COLA’s.
(a) The full amounts of COLA’s are

payable on annuities having a com-
mencing date more than 11 months be-
fore the effective date.

(b)(1) Prorated portions of COLA’s
are payable of annuities having a com-
mencing date within 11 months before
the effective date.

(2) Proration is based on the number
of months (with any portion of a
month counting as a month) between
the annuity commencing date and the
effective date.

(3) For survivors of deceased retirees,
proration is determined by the date the
annuity was first payable to the de-
ceased retiree.

(4) Proration applied to the assume
social security disability insurance
benefit is based on the commencing
date of the disability annuity, not the
beginning of the social security disabil-
ity benefit.

§ 841.705 Increases on basic employee
death benefits.

(a) COLA’s on the basic employee
death benefit increase the $15,000 com-
ponent by the percentage change.

(b) Recipients of the basic employee
death benefit are entitled to COLA’s if
the employee or Member died on or
after the effective date.

§ 841.706 Increases on combined CSRS/
FERS annuities.

(a) COLA’s on combined CSRS/FERS
annuities are computed by increasing
the CSRS component by the percentage
change and the FERS component by
the amount of COLA’s under
§ 841.703(a).

(b) The initial monthly rate is com-
puted by—

(1) Applying CSRS rules to CSRS
service to obtain the annual rate of the
self-only annuity (as defined in § 831.603
of this chapter) based on the CSRS
service; then

(2) Applying FERS rules to FERS
service to obtain the annual rate of an-
nuity determined under §§ 842.403,
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842.405, 842.406, or 842.407 of this chapter
based on the FERS service; then

(3) Making any applicable FERS re-
ductions for age and/or survivor bene-
fits to the amounts computed under
paragraphs (b)(1) and (b)(2) of this sec-
tion; then

(4) Dividing the sum of the reduced
amounts computed under paragraph
(b)(3) of this section by 12; then

(5) Dropping any cents.
(c) The initial monthly CSRS compo-

nent is computed by—
(1) Applying CSRS rules to CSRS

service to obtain the annual rate of the
self-only annuity (as defined in § 831.603
of this chapter) based on the CSRS
service; then

(2) Making any applicable FERS re-
ductions for age and/or survivor bene-
fits; then

(3) Dividing the annual amount by 12;
then

(4) Dropping any cents.
(d) The initial monthly FERS compo-

nent is computed by subtracting the
initial monthly CSRS component from
the initial monthly rate.

(e) A retiree who was covered under
FERS for at least one month has a
FERS component. If the amount of the
FERS component as computed under
paragraph (d) of this section is zero (be-
cause the CSRS component is equal to
the monthly rate, leaving no balance
for the FERS component), the FERS
component is $1 per month. The retiree
is due a full dollar increase on the
FERS component with the next COLA.
An employee with less than a month of
FERS service has no FERS component
and is not due any FERS COLA’s.

(f) COLA’s are determined by apply-
ing the appropriate increase to each
component and rounding to the next
lower dollar (each component must in-
crease by at least one dollar if a COLA
applies to each component) before add-
ing them together for the new monthly
amount payable.

§ 841.707 COLA’s affecting computa-
tion of survivor supplements.

For purposes of computing the as-
sumed CSRS annunity under § 843.308 of
this chapter, the assumed CSRS annu-
ity includes COLA’s computed under
CSRS rules.

§ 841.708 Special provisions affecting
retired military reserve techni-
cians.

(a) Military reserve technicians who
retire as a result of a medical disabil-
ity are excepted from the bar against
COLA increases for retirees under age
62.

(b) Military reserve technicians have
retired as a result of a medical disabil-
ity if they retire under—

(1) Section 8451(a)(1)(B) of title 5,
United States Code (allowing retire-
ment by military reserve technicians
who are medically disabled for their
positions); or

(2) Section 8456 of title 5, United
States Code (allowing retirement by
military reserve technicians who are
not disabled for their positions and
who are not eligible under the special
military technician discontinued serv-
ice provisions (section 8414(c)) but who
are medically disqualified for military
service or the rank required to hold
their positions).

(c)(1) Military reserve technicians
have not retired as a result of a medi-
cal disability if they retire under sec-
tion 8414(c) of title 5, United States
Code (allowing retirement by military
reserve technicians who may not be
disabled for their positions, but are
medically or nonmedically disqualified
for military service or the rank re-
quired to hold the position, and who
are at least age 50 with 25 years of serv-
ice), unless they provide OPM official
documentation showing that their dis-
qualification was for medical reasons.

(2) When OPM receives no informa-
tion about the reason for the disquali-
fication of a military reserve techni-
cian retiring under section 8414(c) of
title 5, United States Code, OPM will
process the case assuming that the dis-
qualification was for nonmedical rea-
sons. OPM will inform these retirees
that they will not receive COLA’s until
they reach age 62 unless they provide
an official certification from the mili-
tary showing that their disqualifica-
tion was for medical reasons.

Subpart H—Waiver of Benefits

SOURCE: 52 FR 2058, Jan. 16, 1987, unless
otherwise noted.
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§ 841.801 Purpose.
This subpart regulates the statutory

provision on waiver of annuity benefits
under the Federal Employees’ Retire-
ment System.

§ 841.802 Definitions.
As used in this subpart—
Annuitant means a person receiving

or who is entitled and has made appli-
cation to receive retirement or sur-
vivor benefits under subchapter II, IV,
or V of chapter 84 of title 5, United
States Code.

Annuity means the gross monthly an-
nuity rate payable before any author-
ized deductions (such as those for
health benefits and life insurance pre-
miums).

Qualifying court order means a court
order acceptable for processing as de-
fined in § 838.103 of this chapter or a
qualifying court order as defined in
§ 838.1003 of this chapter.

Waiver means an annuitant’s written
request to forfeit a specified amount of
annuity as described in this subpart.

[52 FR 2058, Jan. 16, 1987, as amended at 57
FR 33598, July 29, 1992]

§ 841.803 Waiver of annuity.
(a) An annuitant may decline to ac-

cept all or any part of the amount of
his or her annuity by a waiver signed
and filed with the Office of Personnel
Management (OPM).

(b) A waiver is effective the first day
of the month following the month in
which it is received in OPM, unless a
later effective date is specified by the
annuitant.

(c) A waiver remains in effect until
revoked or changed by the annuitant in
writing, except as provided in para-
graph (f) of this section. The effective
date of a revocation or change will be
the first day of the month following
the month in which the request to re-
voke or change is received in OPM, un-
less a later date is specified by the an-
nuitant.

(d) The amount of annuity that is
waived is forfeited during the period
the waiver is in effect and cannot be re-
covered.

(e) An annuity which has a waiver in
effect will not be increased by cost-of-
living adjustments (COLA) authorized

under 5 U.S.C. 8462. Upon cancellation
of a waiver, the rate of annuity will be
increased by any COLA authorized dur-
ing the period a waiver was in effect.

(f) Upon the death of an annuitant
with a waiver in effect, any survivor
annuity payable will be authorized at
the full rate of annuity as though the
waiver had not been in effect, unless
the survivor annuitant executes a
waiver.

§ 841.804 Waivers and court orders.
The effect of a qualifying court order

on a waiver is controlled by § 838.111(c)
of this chapter.

[52 FR 2058, Jan. 16, 1987, as amended at 57
FR 33598, July 29, 1992]

Subpart I—[Reserved]

Subpart J—State Income Tax
Withholding

SOURCE: 52 FR 5432, Feb. 23, 1987, unless
otherwise noted.

§ 841.1001 Purpose.
This subpart regulates state income

tax withholding from payments of
basic benefits under the Federal Em-
ployees Retirement System (FERS).

§ 841.1002 Definitions.
For the purpose of this subchapter:
Agreement means the Federal-State

agreement contained in this subpart.
Annuitant means an employee or

Member retired, or a spouse, widow, or
widower receiving survivor benefits,
under chapter 84 of title 5, United
States Code.

Effective date means, with respect to
a request or revocation, that the re-
quest or revocation will be reflected in
payments authorized after that date,
and before the next request or revoca-
tion is implemented.

Fund means the Civil Service Retire-
ment and Disability Fund as estab-
lished and described in section 8348 of
title 5, United States Code.

Income tax and State income tax mean
any form of tax for which, under a
State statute, (a) collection is pro-
vided, either in imposing on employers
generally the duty of withholding sums
from the compensation of employees
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and making returns of such sums to
the State or by granting to employers
generally the authority to withhold
sums from the compensation of em-
ployees, if any employee voluntarily
elects to have such sums withheld; and
(b) the duty to withhold generally is
imposed, or the authority to withhold
generally is granted, with respect to
the compensation of employees who are
residents of the State.

Net recurring payment means the
amount of annuity or survivors bene-
fits (not recurring interim payments
made while a claim is pending adju-
dication) payable to the annuitant on a
monthly basis less the amounts cur-
rently being deducted for health bene-
fits, Medicare, life insurance, Federal
income tax, overpayment of annuity,
indebtedness to the Government, vol-
untary allotments, waivers, or being
paid to a third party or a court officer
in compliance with a court order or de-
cree.

Net withholding means the amount of
State income tax deductions withheld
during the previous calendar quarter as
a result of requests which designated
the State as payee, less similar deduc-
tions taken from prior payments which
are cancelled in the previous calendar
quarter.

Proper State Official means a State of-
ficer authorized to bind the State con-
tractually in matters relating to tax
administration.

Received means, in respect to the
magnetic tape containing requests and
revocations, received at the special
mailing address established by OPM for
income tax requests, or, for those
items not so received, received at the
OPM data processing center charged
with processing requests.

Requests means, in regard to a re-
quest for tax withholdings, a change in
the amount withheld, or revocation of
a prior request, a written submission
from an annuitant in a format accept-
able to the State which provides the
annuitant’s name, FERS claim num-
ber, Social Security identification
number, address, the amount to be
withheld and the State to which pay-
ment is to be made, which is signed by
the annuitant or, in the case of incom-
petence, his or her representative
payee.

State means a State, the District of
Columbia, or any territory or posses-
sion of the United States.

§ 841.1003 Federal-State agreements.
OPM will enter into an agreement

with any State within 120 days of an
application for agreement from the
proper State official. The terms of the
standard agreement will be §§ 841.1004
through 841.1007 of this subpart. OPM
and the State may agree to additional
terms and provisions, insofar as those
additional terms and provisions do not
contradict or otherwise limit the terms
of the standard agreement.

§ 841.1004 OPM responsibilities.
OPM will, in performance of this

agreement:
(a) Process the magnetic tape con-

taining State tax transactions against
the annuity roll once a month at the
time monthly recurring payments are
prepared for the United States Treas-
ury Department. Errors that are iden-
tified will not be processed into the
file, and will be identified and returned
to the State for resolution via the
monthly error report. Collections of
State income tax will continue in ef-
fect until the State requesting the ini-
tial action supplies either a valid rev-
ocation or change. The magnetic tape
must be received 35 days prior to the
date of the check in which the trans-
actions are to be effective. For exam-
ple, withholding transactions for the
July 1 check must be received 5 days
prior to June 1. If the magnetic tape
submitted by the State cannot be read,
OPM will notify the State of this fact,
and if a satisfactory replacement can
be supplied in time for monthly proc-
essing, it will be processed.

(b) Deduct from the regular, recur-
ring annuity payments of an annuitant
the amount he or she has so requested
to be withheld, provided that:

(1) The amount of the request is an
even dollar amount, not less than Five
Dollars nor more than the net recur-
ring amount. The State may set any
even dollar amount above Five Dollars
as a minimum withholding amount.

(2) The annuitant has not designated
more than one other State for with-
holding purposes within the calendar
year. The State can set any limit on

VerDate 12<JAN>99 10:54 Jan 28, 1999 Jkt 183008 PO 00000 Frm 00241 Fmt 8010 Sfmt 8010 Y:\SGML\183008T.XXX pfrm01 PsN: 183008T



246

5 CFR Ch. I (1–1–99 Edition) § 841.1005

the number of changes an annuitant
may make in the amount to be with-
held.

(c) Retain the amounts withheld in
the Fund until payment is due.

(d) Pay the net withholding to the
State on the last day of the first month
following each calendar quarter.

(e) Make the following reports:
(1) A monthly report which will in-

clude all the State tax withholdings,
cancellations and adjustments for the
month, and also each request OPM was
not able to process, with an expla-
nation, in coded format, of the reason
for rejection.

(2) A quarterly report which will in-
clude State, State address, quarterly
withholdings, quarterly cancellations
and adjustments, quarterly net
withholdings and year-to-date
amounts. Where cancelled or adjusted
payments were made in a previous
year, OPM shall append a listing of the
cancelled or adjusted payments which
shows the date and amount of each
cancelled or adjusted tax withholding,
and the name and Social Security iden-
tification number of the annuitant
from whom it was withheld. If either
party terminates the agreement and
the amount of cancelled or adjusted de-
ductions exceeds the amount withheld
for the final quarter, then the quar-
terly report shall show the amount to
be refunded to OPM and the address to
which payment should be made.

(3) An annual summary report which
contains the name, Social Security
identification number, and total
amount withheld from non-cancelled
payments during the previous calendar
year, for each annuitant who requested
tax withholding payable to the State.
In the event the annuitant had State
income tax withholding in effect for
more than one State in that calendar
year, the report will show only the
amount withheld for the State receiv-
ing the report.

(4) An annual report to each annu-
itant for whom State income taxes
were withheld giving the amount of
withholding paid to the State during
the calendar year.

§ 841.1005 State responsibilities.
The State will, in performance of this

agreement:

(a) Accept requests and revocations
from annuitants who have designated
that State income tax deductions will
go to the State.

(b) Convert these requests on a
monthly basis to a machine-readable
magnetic tape using specifications re-
ceived from OPM, and forward that
tape to OPM for processing.

(c) Inform annuitants whose tax re-
quests are rejected by OPM that the re-
quest was so rejected and of the reason
why it was so rejected.

(d) Recognize that, to the extent not
prohibited by State laws, records main-
tained by the State relating to this
program are considered jointly main-
tained by OPM and are subject to the
Privacy Act of 1974 (5 U.S.C. 552a). Ac-
cordingly, the States will maintain
such records in accordance with that
statute and OPM’s implementing regu-
lations at 5 CFR part 297.

(e) Respond to requests of annuitants
for information and advice in regard to
State income tax withholding.

(f) Credit the amounts withheld from
FERS annuities to the State tax liabil-
ity of the respective annuitants, and,
subject to applicable provisions of
State law to the contrary, refund any
balance over and above that liability to
the annuitant, unless he or she should
request otherwise.

(g) Surrender all tax withholding re-
quests to OPM when this agreement is
terminated or when the documents are
not otherwise needed for this State tax
withholding program.

(h) Allow OPM, the Comptroller Gen-
eral or any of their duly authorized
representatives access to, and the right
to examine, all records, books, papers
or documents related to the processing
of requests for State income tax with-
holding from FERS annuities.

§ 841.1006 Additional provisions.
These additional provisions are also

binding on the State and OPM:
(a) A request or revocation is effec-

tive when processed by OPM. OPM will
process each request by the first day of
the second month following the month
in which it is received, but incurs no li-
ability or indebtedness by its failure to
do so.

(b) Any amount deducted from an an-
nuity payment and paid to the State as
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a result of a request is deemed properly
paid, unless the annuity payment itself
is cancelled.

(c) OPM will provide the State with
the information necessary to properly
process a request for State income tax
withholding.

(d) If the State is paid withholding
which is contrary to the terms of the
annuitant’s request, the State is liable
to the annuitant for the amount im-
properly withheld, and subject to ac-
count verification from OPM, agrees to
pay that amount to the annuitant on
demand.

(e) In the case of a dispute amount in
any of the reports described and au-
thorized by this agreement, the Associ-
ate Director will issue an accounting.
If the State finds this accounting unac-
ceptable, it may then and only then
pursue such remedies as are otherwise
available.

(f) If a State received an overpay-
ment of monies properly belonging to
the Fund, OPM will offset the overpay-
ment from a future payment due the
State. If there are no further payments
due the State, OPM will inform the
State in writing of the amount due.
Within 60 days of the date of receipt of
that communication that State will
make payment of the amount due.

§ 841.1007 Agreement modification and
termination.

This agreement may be modified or
terminated in the following manner:

(a) Either party may suggest a modi-
fication of non-regulatory provisions of
the agreement in writing to the other
party. The other party must accept or
reject the modification within 60 cal-
endar days of the date of the sugges-
tion.

(b) The agreement may be termi-
nated by either party on 60 calendar
days written notice.

(c) OPM may modify this agreement
unilaterally through the rule making
process described in sections 553, 1103,
and 1105 of title 5, United States Code.

§ 841.1008 Authority to use the Federal
Personnel Manual System.

OPM may provide such further rules,
procedural instructions, and oper-
ational guidance as may be necessary
and proper under this subpart and not

inconsistent therewith, in the Federal
Personnel Manual System.

PART 842—FEDERAL EMPLOYEES
RETIREMENT SYSTEM—BASIC AN-
NUITY

Subpart A—Coverage

Sec.
842.101 Purpose and scope.
842.102 Definitions.
842.103 General.
842.104 Statutory exclusions.
842.105 Regulatory exclusions.
842.106 Elections of retirement coverage

under the District of Columbia Financial
Responsibility and Management Assist-
ance Act of 1995.

842.107 Employees covered under the Na-
tional Capital Revitalization and Self–
Government Improvement Act of 1997.

Subpart B—Eligibility

842.201 Purpose.
842.202 Definitions.
842.203 General eligibility requirement.
842.204 Immediate voluntary retirement—

basic age and service requirements.
842.205 Early retirement—major RIF, reor-

ganization, or transfer of function.
842.206 Involuntary retirement.
842.207 Air traffic controllers.
842.208 Firefighters and law enforcement of-

ficers.
842.209 Members of Congress.
842.210 Military reserve technicians.
842.211 Senior Executive Service, Defense

Intelligence Senior Executive Service,
and Senior Cryptologic Executive Serv-
ice.

842.212 Deferred retirement.
842.213 Early retirement—major reorganiza-

tion, major reduction in force, or major
transfer of function.

Subpart C—Credit for Service

842.301 Purpose.
842.302 Definitions.
842.303 General.
842.304 Civilian service.
842.305 Deposits for civilian service.
842.306 Military service.
842.307 Deposits for military service.
842.308 Refunds of deductions and service

credit deposits made before becoming
subject to FERS.

842.309 Contract service.
842.310 Service not creditable because of an

election under part 847 of this chapter.

Subpart D—Computations

842.401 Purpose.
842.402 Definitions.
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